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Previous studies of income inequality in China have shown that Gini Coefficient has
increased dramatically in recent years. A further issue, which cannot be revealed by
investigating the change in Gini coefficient, is the long run impact of this income in-
equality on the individuals and the society. To expose this long run aspect of income
inequality, this paper uses intergenerational data from China Health and Nutrition Sur-
vey to identify the correlation of lifetime earnings between fathers and sons in China.
To reduce the errors-in-variables bias, we perform OLS regression on son’s most cur-
rent income with father’s average income over years. The resulted estimates are around
0.4. And we also try to conduct the upper bound for the intergenerational income cor-
relation in China by instrumenting father’s single-year status on his years of education.
The reported coefficient is 0.556, which implies that the current status of income in-
equality may pass down over generations and hence has a long run impact on the whole
society.
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